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WELCOME to Meritum News, your source  
of information on wealth management  

and investment advice topics. 

In this edition, we debate on whether downsizing 
would be worthwhile for you.

We go through a scenario on consolidating 
your debts in order to save money.

Plus, we consider offset accounts as a 
better way to manage your mortgage.

If you would like more information 
on any of the topics in this 
newsletter or any other 
investment advice, please 
contact our experienced  
and professional advisers.
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It seems to make logical sense.  
You retire, sell the now cavernous family 
home, buy a cosier place and use the cost 
difference to boost your retirement income 
– win-win right? The answer is: it depends. 
Here’s what you need to consider.

Where you could save
Super

If you own your home outright and choose to downsize, 
that extra money could be contributed to super where  
it could substantially improve your retirement income.  
The attraction of contributing money into super is that 
investment earnings are generally taxed at 15% while  
you build up your super, and 0% when your super is used 
to pay you a pension outside super. Alternatively, if you 
invest outside super the earnings are generally taxed  
at your marginal tax rate which could be up to 49%1.

Mortgage
If you’re still paying off your home, downsizing could 

help you minimise your repayments or eliminate them 
entirely. You could even downsize and continue to make 
the same repayments to pay off your mortgage much 
sooner.

Utilities
A smaller home typically runs more economically.  

Why pay to heat or cool space you no longer need?  
If your new home provides renewable energy options such 
as solar power, you may even be able to sell energy back 
to the grid and make money.

Maintenance
Less space to occupy means less space to maintain.  

In the case of larger properties, downsizing could offer 
substantial savings on cleaning and garden maintenance.

Travel
Downsizing can help you relocate to a more convenient 

location. If the local shops, public transport and amenities 
are all within walking distance, you could make substantial 
savings on fuel.

Garage sale
Selling your home is a great time to sell any items  

you no longer want, need, or will fit into your new house. 
Any money you make could be contributed towards 
moving costs.

Costs to consider
Home value

If you sell your home during a market lull, you could 
lose some or all of the equity you’ve built up. This could 
eat into, or erase entirely, the cost saving you make by 
purchasing a less expensive property.

Selling costs
Home selling is a highly competitive market. To ensure 

your home is positioned favourably to sell, you will likely 
need to appoint a real estate agent and pay for marketing 
services, which will cut into your profit margin.

Moving costs
If it’s been a while since your last move, you might be 

surprised at how much it costs to pack up and transport 
all of the items you’ve accumulated. That’s why it’s a good 
idea to offload all the items you can live without before 
your move.

Strata fees
If you purchase an apartment or townhouse you’ll likely 

have to pay quarterly strata levies. Although these fees 
can end up saving you money in the long term, compared 
to paying for the maintenance of your home and yard, 
they will eat into your profit margin in the short term.

Stamp duty
You’ll generally have to pay stamp duty to buy a new 

home or apartment, so you’ll need to include this cost  
in your calculations.

Storage costs
One drawback of buying a smaller home is you have 

less space to store your treasured belongings. If you run 
out of room, you may need to purchase additional storage 
which can add up quickly.

Doing the sums
Balancing the potential savings and costs of downsizing 

can be tricky, and that’s before you consider potential 
impacts on your lifestyle. A financial adviser can help  
you work out if downsizing makes sense for you as a  
part of a tailored financial plan.

Would downsizing be worthwhile for you?

1 Includes Medicare levy and the Temporary Budget Repair Levy  
of 2% on taxable income exceeding $180,000.
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Consolidate your  
debts to save money

Tips and traps
üü Before consolidating your debts, you should consider 
whether you need to pay any refinancing costs, 
including loan application fees, stamp duty and early 
termination fees.

üü If you have any surplus cash, you should consider using 
it to reduce personal loans or credit card debt and avoid 
the need to consolidate your debts.

üü If you’re concerned about having access to your 
emergency cash, you could consolidate your debts and 
place the cash in a 100% offset account or the loan itself 
provided it has a redraw facility.

üü If you have debt, you should ensure you have enough 
insurance to protect your income and enable the loan  
to be repaid in the event of your death or disability.

If you have a range of inefficient debts,  
you may want to consider consolidating 
them into your mortgage.

What are the benefits?
By using this strategy, you could potentially:

üü save on interest, and

üü pay off your debts sooner.

How does the strategy work?
With this strategy, you need to:

üü increase the mortgage on your family home, and

üü use the extra funds to pay off other inefficient  
(not tax deductible) debts, such as a personal  
loan or credit card debt.

By doing this you could potentially pay less interest,  
as the lower interest rate on your home loan will apply to 
all your debts.

Home loan

Personal loan

Credit card

Before consolidating

Home loan

After consolidating

However, it’s important you keep making at least the same 
overall loan repayments. Otherwise:

üü it could take longer to pay off your combined debt, and

üü you could end up paying more interest over the life  
of the loan, despite the lower interest rate.

Before you consolidate your debts, you should find out  
if your existing home loan offers features that can enable 
you to pay off the combined debt quickly, such as a 100% 
offset account or a redraw facility.

If it doesn’t, you may want to consolidate your debts 
into a more flexible loan facility.
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Important information and disclaimer

This Financial Focus newsletter has been prepared by Meritum 
Financial Group Pty Ltd (ABN 93 106 888 215 Australian Financial 
Services Licence Number: 245569) (‘Meritum’), for use and 
distribution by its authorised representatives. Meritum is a member 
of the National Australia Bank Limited group of companies (‘NAB 
Group’), Registered office Level 15, 60 Albert Road South Melbourne 
Vic 3205 Telephone: (03) 9284 3700 Facsimile: (03) 9284 3799 
Website: www.meritum.com.au. 

Any advice in this publication is of a general nature only and has not 
been tailored to your personal circumstances. Please seek personal 
financial and/or legal advice prior to acting on this information. Any 
general tax information provided in this publication is intended as a 
guide only and is based on our general understanding of taxation 
laws. It is not intended to be a substitute for specialised taxation 
advice or an assessment of your liabilities, obligations or claim 
entitlements that arise, or could arise, under taxation law, and we 
recommend you consult with a registered tax agent. 

Information in this publication reflects our understanding as at the 
date of issue. In some cases the information has been provided to us 
by third parties. While it is believed the information is accurate and 
reliable, the accuracy of that information is not guaranteed in any 
way. Opinions constitute our judgement at the time of issue and are 
subject to change. Neither Meritum nor any member of the NAB 
Group, nor their employees or directors give any warranty of accuracy, 
nor accept any responsibility for errors or omissions in this document.

MERITUM FINANCIAL GROUP PTY LTD ABN 93 106 888 215
Australian Financial Services Licence Number: 245569 
Level 15, 60 Albert Road South Melbourne Vic 3205  
Telephone: (03) 9284 3700 Facsimile: (03) 9284 3799
Website: www.meritum.com.au

Offset accounts:  
A better way to manage your mortgage
If you want to repay your mortgage quickly 
while still having easy access to your 
additional repayments, an offset account 
may be worth using. 

What’s an offset account?
An offset account is a transaction account linked to your 

home loan. The money you deposit into it offsets the loan 
balance before interest is calculated. For example, if you 
owe $400,000 on your home loan and have accumulated 
$50,000 in an offset account, interest will be calculated  
on $350,000.

Benefits over regular savings accounts
If you hold your surplus cash in an offset account you 

can save interest at home loan rates, and no tax is payable 
on the interest savings. This is effectively like ‘earning’  
the home loan interest rate tax-free. 

Alternatively, you could hold your surplus cash in  
a regular savings account, but the interest rate you earn  
is usually much lower than what you pay on your home 
loan. Plus, every dollar in interest you earn is taxable  
at your marginal rate, which could be up to 49%2.

Benefits over direct loan repayments
When you make additional repayments directly into  

the loan you can achieve similar benefits to having an offset 
account. However, limits often apply to the frequency and 
amount of withdrawals you can make and withdrawal fees 
are usually charged. With offset accounts, you typically 
have ready access to the money via an ATM, cheque  
book and internet, and withdrawal fees are generally  
not charged.

The best of both worlds
You may even want to have your salary paid directly 

into an offset account and withdraw money as needed  
to meet your living expenses. This can enable you to make 
the interest savings available with direct loan repayments 
and have easy access to your money.

What interest 
rate is earned/
saved?

Would interest 
earned/saved 
be taxable?

Would you have 
ready access to 
the money?

Cash account Deposit rates Yes Yes

Direct loan 
repayment

Home loan rates No No

Offset account Home loan rates No Yes

Other things to consider
üü If you’d prefer not to have easy access to your additional 
loan repayments, you may want to make repayments 
directly into the loan where you are less likely to spend 
the money impulsively.

üü If you would like to credit your salary into an offset 
account, you should check that your payroll provider  
is able to do this.

üü Some lenders allow you to establish multiple offset 
accounts, to help you better manage your cash flow.

üü Some lenders pay an interest rate on the balance of  
the offset account that is less than the home loan rate. 
These are known as ‘partial’ offset accounts and are not 
as effective in saving you interest as an offset account 
which offsets 100% of the home loan interest rate.

üü Offset accounts can usually only be linked to loans with 
variable interest rates, not fixed rate loans.

üü To maximise your interest savings you may want to pay 
for the majority of your living expenses on a credit card 
and repay the card in-full before the end of the interest-
free period. This enables you to use the credit card 
provider’s money to fund your living expenses, while 
applying your own funds to reduce your average daily 
loan balance.

üü If you want to invest some of the money held in an  
offset account, you should consider paying the money 
directly into your home loan and establishing a separate 
loan to fund the investments. By taking out a new loan 
for investment purposes, the interest would usually  
be tax deductible.

2. Includes the Medicare Levy and Temporary Budget Repair Levy.


